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SUBJECT:  Use Tax Application for Vehicles and Aircraft Qualifying for a Partial 
Exemption Under Regulation 1533.1, Farm Equipment and Machinery 

 

I. REASON FOR REVISION 

This Operations Memo has been revised to correct the Sales and Use Tax Return 
calculations on Exhibit B, page 1 and to add additional directions in the Procedures 
Section. 

II. GENERAL 
This Operations Memo provides guidelines and procedures for reporting and allocating self-
assessed use tax on purchases of vehicles qualifying for the partial exemption authorized by 
Revenue and Taxation Code section 6356.5 and Regulation 1533.1, Farm Equipment and 
Machinery.  The partial exemption is for the state portion of the sales and use tax rate. 

 
Under Regulation 1533.1, Farm Equipment and Machinery, purchases of vehicles designated as 
an implement of husbandry in Chapter 1, Division 16 of the Vehicle Code may qualify for a 
partial exemption from the sales and use tax.  To qualify for the partial exemption, a qualified 
person must use the qualifying vehicle exclusively in agricultural operations. Section III provides 
more details on qualified persons and Section IV provides details on qualifying vehicles. 
 
When a qualified person purchases a new or used qualifying vehicle from a California dealer, 
that person should give a partial exemption certificate to the California dealer.  However, when a 
qualifying vehicle is purchased from a seller other than a California dealer, for example, an out-
of-state vehicle dealer or an in-state non-retailer, the purchaser must pay the use tax to the BOE 
or Department of Motor Vehicles (DMV).  This is because these purchasers often do not have a 
seller’s permit and thus do not regularly file sales and use tax returns.  Consequently, these 
purchasers must pay the use tax when they register the qualifying vehicle with DMV or self-
report the use tax to the Consumer Use Tax Section (CUTS) or a local district office.  
 

III. QUALIFYING PERSONS 
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Persons who qualify for the partial exemption provided by Regulation 1533.1 must be engaged 
in an agricultural operation described in Standard Industry Classification (SIC) Codes 0111 to 
0291 or perform activities described in SIC Codes 0711 to 0783 in addition to being engaged in a 
line of business described in SIC Codes 0111 to 0291.1  A qualified person also includes a 
person that assists such classified persons by performing an agricultural service described in SIC 
Codes 0711 to 0783 as an employee or on a contract or fee basis.  SIC Codes 0111 to 0291 
describe businesses that are engaged in farming and ranching.  SIC Codes 0711 to 0783 d
businesses that are engaged in agricultural services to be limited to soil preparation, crop 
services, harvesting, veterinary, animal, farm labor and landscape services.   

escribe 

 
Please Note: The enacting statute for the partial exemption on sales of farm equipment and 
machinery, Revenue and Taxation Code section 6356.5, requires the SIC Codes be used to define 
a qualified person.  To ensure consistency with the statutory requirement, Regulation 1533.1 also 
uses SIC Codes to define a person that assists a qualified person.   However, SIC Codes are no 
longer used on federal income or state franchise tax returns to code a business activity.  The 
standard is now the North American Industry Classification System (NAICS).  Any current state 
franchise or federal income tax return provided by a person as documentation of being engaged 
in a farming activity, will use the NAICS code to describe the person’s business activities.  (See 
Section V, Proof of Exemption.)  If staff has questions concerning the eligibility of a NAICS 
code, a cross-reference between the SIC codes and the NAICS codes can be found at 
http://www.census.gov/pub/epcd/www/naicstab.htm.   
 
The following examples illustrate the concept of “qualified persons.” 
 

Example 1: Farmer Bob grows tomatoes on his 2000-acre farm and is a qualified 
person for purposes of Regulation 1533.1.  Farmer Bob is very busy so he sends his 
employee, Farmhand Jake, on his behalf, to buy a used qualifying vehicle from Farmer Bill.  
Farmhand Jake is a person that qualifies for the partial exemption because he is a person that 
assists a qualified person as he performs agricultural services as described in SIC Codes 0711 
to 0783 as an employee of Farmer Bob.  
 
Example 2: Farmer Bob decides he isn’t going to do his own fertilizing this year.  
Farmer Bob contacts The Giant T’Mater Fertilizing Company and contracts with them to 
fertilize his tomatoes this year.  This is a big contract for The Giant T’Mater Fertilizing 
Company, so they decide to buy a new qualifying fertilizer applicator rig for use exclusively 
in agricultural operations.  The Giant T’Mater Fertilizing Company performs agricultural 
services described in SIC code 0711, soil preparation services, and therefore qualifies as a 
person that assists a qualified person.  The Giant T’Mater Fertilizing Company should give a 
partial exemption certificate for their purchase of the qualifying equipment.  
 
Example 3: Farmer Bob’s mom is ill, so next year he will contract out the management 
of the farm with Bestfriend Farm Management Co.  Bestfriend Farm Management Co. buys a 

                                                 
1 For example, if dairy farmer Bob buys harvest equipment to assist grape farmer Joe without receiving any 
compensation, dairy farmer Bob is regarded as a “qualified person” despite the fact he is not regarded as a “person 
that assists a qualified person” as defined in Regulation 1533.1(b)(3). 

  

http://www.census.gov/pub/epcd/www/naicstab.htm
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used qualifying All Terrain Vehicle (ATV)2 for use exclusively in getting around on the farm 
property and to check irrigation machines.  Bestfriend Farm Management Co. is a person that 
assists a qualified person, (SIC 0762) and therefore qualifies for the partial exemption. 
 
Example 4: Citizen Jeff works a vegetable patch in his extra large backyard.  The 
produce he doesn’t consume he gives to his friends and family.  He occasionally sells extra 
produce at a roadside stand, but does not report such sales and expenses on his federal 
income tax return.  He noticed an otherwise qualifying vehicle for sale in the local newspaper 
and purchased it.  Citizen Jeff is not a qualified person for purposes of the partial exemption 
because Citizen Jeff is growing produce for his own use and is not engaged in a business for 
purposes of Regulation 1533.1. 
 

IV. QUALIFYING VEHICLES  
Vehicle Code section 36000 provides that an “implement of husbandry” is a vehicle used 
exclusively in the conduct of agricultural operations.  This section also provides that an 
“implement of husbandry” does not include vehicles designed primarily for transportation of 
persons or property on the highway, unless specifically designated as such by other provisions of 
the Vehicle Code.   

 
Vehicle Code section 36005 provides a list of vehicles that qualify as “implements of 
husbandry.”  This list is attached to Regulation 1533.1 as Appendix A.  Assuming the person 
claiming the partial exemption can document he or she is a qualified person and provides a valid 
exemption certificate, staff should allow the partial exemption for the types of vehicles listed 
when used exclusively in the conduct of agricultural operations or as otherwise indicated.  

 
There are occasions when vehicles not specifically identified in Appendix A may qualify as farm 
equipment and machinery for the purposes of the partial exemption.  While the Vehicle Code 
generally disallows vehicles designed to transport persons or property on a highway, such 
vehicles are listed in Vehicle Code section 36005 as implements of husbandry.  However, it 
should be noted that this section limits their on highway use to short distances, usually no more 
than two (2) miles or as otherwise indicated.  The DMV occasionally will qualify vehicles not 
listed in Vehicle Code section 36005 as implements of husbandry.  This determination is made 
by the DMV’s Special Processing Unit and is based on a review of the vehicle use and 
equipment requirements. 
 
Depending on their use, unlisted vehicles such as All Terrain Vehicles (ATV) and agricultural 
aircraft (crop dusters) may qualify when used exclusively by an agricultural operation to traverse 
an agricultural property to check fencing, round up livestock, check cattle and crops, examine 
watering and irrigation systems or similar activities required in an agricultural operation.  When 
used exclusively for these purposes, the purchase of the ATV qualifies for the partial exemption 
provided all other requirements of Regulation 1533.1 are met.  Similarly, crop dusters used 
exclusively for seeding, fertilizing, and crop protection will qualify for the partial exemption. 

                                                 
2While the ATV in this example qualifies for the partial exemption, anything less than 100% use of the ATV in 
agricultural operations will disqualify the ATV as farm equipment and machinery pursuant to Regulation 
1533.1(b)(1)(B).  Thus, ATVs should be reviewed on a case by case basis.  A further discussion regarding vehicles 
that qualify for the partial exemption is set forth in Section III, Qualifying Vehicles.     
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V. PROOF OF EXEMPTION 
Purchasers should complete a partial exemption certificate in support of a claimed partial 
exemption.  A sample of the recommended partial exemption certificate can be found in 
Appendix B of Regulation 1533.1.  The purchaser is not required to use the recommended partial 
exemption certificate as long as the certificate provided by the purchaser has all of the elements 
for the partial exemption certificate outlined in Regulation 1533.1. 

 
Purchasers that report use tax to or claim a refund from the BOE must also provide evidence of 
being engaged in one of the required SIC codes.  Acceptable documentation includes current 
federal income or state franchise tax returns which include Schedule F.  If the purchaser did not 
file a Schedule F, staff should check the NAICS code on the return to ensure it matches one of 
the activities qualifying for the partial exemption.  (Refer to Regulation 1533.1.)   
 
It is possible a person that assists will not have a NAICS code that matches one of the activities 
qualifying for the partial exemption.  If the purchaser cannot provide a Schedule F or appropriate 
NAICS code, other documentation, such as employment or service contracts, may be accepted. 
 
VI. DEPARTMENT OF MOTOR VEHICLE (DMV) CUSTOMERS 
 
DMV cannot process partial payments of the use tax on behalf of the BOE. Therefore, 
purchasers have two options for reporting and paying use tax: 
 

OPTION 1: Pay the full amount of use tax at the DMV and apply for a refund (the 
state exempted portion) directly from the BOE. 

 
OPTION 2: Pay the non-exempt portion of the tax to the BOE (CUTS/district office) 
and obtain a BOE–111, Certificate of Tax Clearance, to present to DMV to allow 
registration.  

 
VII. PROCEDURES 
 

A. District Offices 
 If a taxpayer is claiming the partial tax exemption, accept the payment of tax less 
the amount of the partial exemption, then process the BOE-111 request as normal.  
Staff should ensure the BOE-106, Vehicle/Vessel Use Tax Clearance Request 
form, is completed with all pertinent information as outlined in CPPM section 
840.005 for Voluntary Payments.  The clearance should be issued only if the 
purchaser provides a completed partial exemption certificate and other supporting 
documentation that the purchaser is engaged in agricultural operations as noted in 
Section V. 
 
The partial exemption should not be allowed to purchasers requesting an 
exemption for a vehicle designed to haul persons or property on a highway, but 
not specifically listed in Vehicle Code section 36005.  Such vehicles include 
trailers, truck-tractors, or trucks.  To qualify for the partial exemption, the 
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purchaser must obtain a determination from the DMV that the vehicle qualifies as 
an implement of husbandry.  A registration slip showing this determination must 
be presented to the Board when the tax is paid or the refund is claimed. 

 

 

 

 

  

 

District staff must also verify if there is an existing CUTS source information file 
(SIF) or account number (SA/SB UT XX-XXXXXX).  To search for an existing 
CUTS account, go to the CUT SS screen in IRIS. Enter either the Vehicle 
Identification number (VIN) or vehicle license plate number in the appropriate 
field and press enter.  (See Exhibit A) To search for an undocumented vessel, use 
the hull ID number or vessel license number. 

Requests involving aircraft and documented vessels (vessels registered with the 
USCG) should be referred to CUTS for review.  (BOE-111’s are not issued on 
transactions involving aircraft or documented vessels.) 

•  Set up an arbitrary account number to allow the payment to be allocated only to 
the local and county tax area portions, regardless if a CUTS source information 
file (SIF) or account number already exists.  *(Consumer Use Tax returns should 
not be used, as they will not allocate properly.)  Returns are also used to allocate 
the partial exemption, so they must be completed correctly.  (See Exhibit B for an 
example of a correctly completed return.) 
 
Note:  Since the transaction is a one-time event, the purchase date is also the 
“period” date.  Example:  If the purchase date is 06/15/02, the period should 
reflect  06/15/02-06/15/02.  Also, a one-time mailing (OTM) financial obligation 
(FO) need not be created if the return is being forwarded to HQ Cashier for 
normal batch processing. 

•  Cross-reference both arbitrary account and CUTS SIF/account by entering 
comments as this will avoid duplication of tax payments.  (See Exhibit A for 
instructions on entering comments to SIF accounts.)  The following information 
should be included: 

In the arbitrary account: 
Subject:  “Partial farm exemption claimed”  
Comments (F11): 
  “CUTS SIF/account number XX-XXXXXX found” 
         or “No CUTS file found”  
  “Copy of arbitrary account packet forwarded to CUTS” 

In the CUTS account: 
Subject:  “Partial farm exemption claimed” 
Comments (F11):  
“Arbitrary account number XX-XXXXXX issued” 
“BOE-111 #XXXXXX issued” 
“Voluntary payment in the amount of $0.00 received.” 
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If there is no evidence of a CUTS SIF/account number found, district staff should 
forward a copy of the arbitrary account packet to CUTS to “Set up a source 
information file”. 
 

B. Consumer Use Tax Section (CUTS) 
If taxpayer is claiming the partial tax exemption, accept the payment of tax less 
the amount of the partial exemption, then process the BOE-111, Certificate of Tax 
Clearance, request as normal.  Staff should ensure the BOE-106, Vehicle/Vessel 
Use Tax Clearance Request form, is completed with all pertinent information as 
outlined in CPPM section 840.005 on Voluntary Payments.  The clearance should 
be issued only if the purchaser provides a completed partial exemption certificate 
and documentation that the purchaser is engaged in agricultural operations as 
noted in Section V. 

 

 

CUTS staff must also verify whether there is an existing SIF or account number 
as instructed above. 

After processing the partial payment, CUTS will request an arbitrary account 
number from Cashiers.  Copy of the SIF packet should be provided with the 
request.  Once the arbitrary number is issued, CUTS will cross-reference both 
account numbers.  (See above procedures for District Office.) 
  
 

C. Cashiers Section 
The Cashiers Section will review the taxpayer information and documentation 
provided by CUTS and confirm the taxpayer does not have an existing account.  
After confirming there is no existing account, the Cashier’s Section will provide 
CUTS with an arbitrary account number.   

 
VIII. OBSOLESCENCE    

This Operations Memo will become obsolete when the information contained herein is 
incorporated into the appropriate manuals.      
 
 
 
 
 
        Ramon J. Hirsig 
        Deputy Director 
        Sales and Use Tax Department  
 
 
Distribution: 1-D 
 
Attachments: Exhibit A - TEALE Consumer Use Tax File Search “CUT SS” 
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  Exhibit B - Sample Sales and Use Tax Return 
 
 
 



EXHIBIT A  

To check for a CUTS source information file (SIF) using the VIN#/license plate number (HIN#or
CF# for an undocumented vessel):

• Go to the CUT SS screen, enter the VIN or plate number and press enter.

If a SIF record exists the screen will look like this:

          
Use the Source ID number when cross-referencing the arbitrary account and when adding comments in
the SIF account.

To add comments in the SIF account:
• On the Go line type CUT VM, the SIF number and press enter. The CUT VM (or CM for
undocumented vessels) screen is displayed.  Press F11 to add comments.



EXHIBIT B SAMPLE
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SAMPLE EXHIBIT B 
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SAMPLE EXHIBIT B 
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